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Principles of Railroad Transportation. By EMORY R. John- 
son and T. W. Van Metre. New York, D. Appleton and Com- 
pany, 1916. — xix, 619 pp. 

This volume is a revised and enlarged edition of Dr. Johnson's 
well-known text. Instead of 427 pages as in the 1908 edition, there 
are now 577 pages of text, and, in addition, thirty pages of questions 
and topics for discussion. 

The chapters of the book are grouped into three divisions. Part i 
outlines the growth of the American railroad system, its present posi- 
tion, and its financial condition. To the economist, the chapter on 
" Railroad Capital " is the most interesting, and it forms, as hereto- 
fore, a very useful elementary introduction to the study of railway 
finance. However, there are some weak spots. If it be granted that 
not over $120,000,000 was expended in 1900 in building new mile- 
age, is it altogether proper to assume that the remaining $337,000,000 
of capital increase represented merely a higher capitalization of roads 
previously constructed? Is it not likely that some portion of the 
amount was spent on betterment? Perhaps the authors mean this to 
be understood ; but, if so, the inference is very obscure. Again, is the 
fact that in 1914 only 64.39 per cent of railroad stock received a 
dividend an "evidence" of the large watering of the same? May 
not the financial control of one company by another sometimes affect 
the matter of dividends, and, in an industry in which corporate ex- 
istence is exceptionally tenacious of life, should there not be ex- 
pected a pretty high percentage of concerns below the dividend line 
yet surviving? 

The diagram illustrating the movement of railway capitalization 
and dividends has been much improved by the modification of the 
curve so as to remove the $600,000,000 of current liabilities from the 
total capitalization prior to 1896. But the graphs would be still 
more accurate if they were broken between 1907 and 1908, and also 
between 1912 and 1913, in the former place because of the subse- 
quent exclusion of the capitalization of switching and terminal com- 
panies and the inclusion in funded debt of certain notes not pre- 
viously regarded as such, in the latter place because the capitalization 
of Class III roads is not included in the returns for 1913 and 1914. 

The discussion of stock watering manifests a strengthened judicial 
poise in the inclusion of a new paragraph acknowledging the stimu- 
lative effect of the speculative capitalizing of the pioneer railroads 
and recognizing the later policy of " water " absorption. 
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Railway valuation is discussed rather loosely; the student is still 
left with a very hazy conception of the cost-of -reproduction theory, 
and is still required to approve the Michigan method of valuation 
without any establishment of its fundamental suppositions. The in- 
ferential condemnation of the no-par-value recommendation of the 
Hadley Commission is open to similar criticism. 

Part ii describes in an attractive way the freight, passenger, mail 
and express services, with additional chapters on railway organiza- 
tion and railway accounts and statistics. The Official Classification 
is credited with only fourteen classes instead of fifteen, rule 28 hav- 
ing been overlooked by the authors; the extensive modifications of 
this classification made by the Central Freight Association might well 
have been mentioned. No reference is made to the importance of the 
general rules that form a part of each of the classifications. The 
British Railway Clearing House was established, not in 1847, but in 
1842. The description of the passenger service remains much the 
same as in the edition of 1908, and is excellent reading. The value 
of the chapter on accounts and statistics would have been increased 
if the classification of accounts shown under the income account and 
balance sheet had been supplemented, in the case of the less obvious 
items, by explanatory footnotes, and also if the significance of the 
main railway statistical units had been pointed out to the student, 
with advice as to their proper interpretation. 

The first portion of part iii, dealing with railway combination in 
the United States, still remains one of the most satisfactorily worked- 
out sections of the volume. The following chapter on the theory of 
rates and fares might very properly have been treated more inten- 
sively even in an elementary treatise. The discussion of joint costs 
needs amplification if its proper significance is really to be grasped 
by the student. In harmony with the popular explanation, we are 
told that movement expenses per ton per mile grow less with every 
increase in the length of the haul — an assertion that can hardly be 
accepted without qualification. Even the superficially axiomatic 
statement that terminal expenses decrease per ton per mile from 
short haul to long haul, while not altogether inaccurate, is misleading 
by reason of the failure to convey any idea of the measure of its im- 
portance in connection with the ton-mile costs of that extremely im- 
portant portion of railway freight — carload shipments, especially of 
"dead" freight. In line with most writers on the subject, the authors 
assume that a readjustment of freight charges on the basis of costs 
(if such were practicable) would greatly disturb existing rate rela- 
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tions of high-value and low-value commodities. The reviewer is in- 
clined to think that the emphasis so generally laid upon this is, to 
some degree, exaggerated under modern conditions of railway trunk- 
line transportation with its differentiation of " manifest " and " time 
freights" from " dead freights." The differentiation is, of course, 
not a perfect one but it is of extensive application, and, so far as it is 
effective, the cost of carriage of high-value goods is much greater 
than that of low-value goods. 

The final division of the volume treats of the railroads and the 
state. The account of state regulation in the United Kingdom is 
very good. The treatment of Germany is not quite so satisfactory, 
especially as regards the basic legislation of 1838 and 1842. A com- 
parison of the railway mileage and trackage of Prussia and the east- 
ern district of the United States is vitiated by a careless use of the 
official statistics. Interstate Commerce Commission figures, contain- 
ing the duplication of mileage operated under trackage rights and 
presented in the form of mere track mileage, are set in contrast with 
Prussian figures showing miles of double-track railway. Though the 
proportion of double-track railway is considerably greater in the 
eastern district of this country than in Prussia, it is improper to con- 
clude that Prussian trackage facilities are inferior until a careful ex- 
amination of operating conditions has been made. Prussian railway 
freight policy has its faults, but conviction of them is not to be 
brought about by criticism of this sort, which serves only to weaken 
confidence in the patriotic assertion of our authors that the freight 
carriers in the United States have built up a better system of trans- 
portation than can be found in any other country. We shall all 
agree that American railway managements have done very well. 

The Italian railway situation is analyzed with a judgment that 
makes one wish it had been given greater space. French railway 
policy is outlined understandingly, but reference should have been 
made to the Act of 1845 by which the state relieved local authorities 
of the cost of the right of way for the nine authorized lines, also to 
the provision in the Conventions of 1859 calling for an ultimate 
division of earnings between the companies and the state. The state- 
ment that railway charges in France as compared with those of other 
countries have been relatively high is lacking in precision and accu- 
racy. But on the whole, this review of the railway experience of the 
four great nations of western Europe affords a good introduction to 
a subject about which there is too little information in this country, 
and the student is given sensible advice to the effect that the relation 
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of the railways to the state is a problem which each country must 
solve for itself, there being " no one policy of governmental control 
of railways that it would be advantageous for all countries to adopt." 

To the important matter of federal regulation, two chapters are 
given, supplemented by a third one on the part played by the courts. 
An intelligent summary of developments is given. There is a cer- 
tain vagueness in the statement that the federal act of 1887 went 
one step further in rate regulation than the British law of 1854, which 
" merely prohibited unjust discrimination." The quoted clause gives 
an inadequate idea of the scope of the act of 1854. The authors are 
orthodox, but hardly illuminating, in declaring that the ruling of the 
Supreme Court in the Troy case deprived the fourth section of the 
Interstate Commerce Act of most of its validity. And in explaining 
the 1910 amendment of this clause (page 522), they do not altogether 
succeed in making clear the real meaning of the change. The sig- 
nificance of congressional action in the case of the acts of 1906 and 
1910 would be more readily appreciated by the reader if some expla- 
nation had been furnished of the specific causes leading to the pas- 
sage of these important pieces of legislation. The attitude of the 
Supreme Court in the matter of judicial review is appropriately de- 
fined by an extract from the opinion rendered in the Illinois Central 
Coal Car Distribution case, though it is not supplemented, as it might 
well have been, by a reference to the precise position taken by the 
court in the immediately succeeding Portland Gateway decision, also 
dealing with the question of jurisdiction. In outlining the Mann- 
Elkins amendment of 1910, the new power granted to the commission 
of fixing maximum rates after hearings held upon its own motion, is 
relegated by the authors to the list of provisions of minor impor- 
tance ; it seems to the reviewer that this underestimates the possibil- 
ities of the clause. The extension of the authority of the commission 
to enable it to fix minimum rates is recommended on the ground of 
its usefulness in checking rate wars, but there should have been hesi- 
ation in asking the student to accept this justification of such rate 
control before having him analyze all the elements involved. Opinion 
is far from united as to the ultimate effect of this proposal. 

In the final chapter, the problem of government ownership and 
regulation in the United States is briefly considered. The general 
welfare of society, we are told, has been given but little thought in the 
determination of railway rates and fares. Yet, rightly no doubt, the 
authors conclude that the socialization of rates and fares obtainable 
under governmental ownership would not compensate for the disad- 
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vantage entailed by the latter. And they might have added that 
some economists are inclined to believe that the welfare of society is 
likely to be better conserved in the long run without the hot-bed 
forcing of governmental management of industry than with it. 

A feature of the volume is the bibliography, sectioned out among 
the different chapters ; on the whole the references cover the ground 
satisfactorily, though there are some notable omissions in the lists 
attached to the chapters on rate theory and foreign railway adminis- 
tration. Students and teachers of the subject are indebted not only 
to the authors for the improvement of the text and the bringing of it 
up to date but also to the publishers for the more attractive setting 

provided by them. 

Ernest Ritson Dewsnup. 

University of Illinois. 

Arbitration and Conciliation in Australasia : The Legal Wage 
in Victoria and New Zealand. By Mary Theresa Rankin. 
With an Introduction by J. Shield Nicholson. London, George 
Allen and Unwin, Limited, 1916. — 192 pp. 

Although Miss Rankin gives Arbitration and Conciliation in 
Australasia as the title of her book, she deals with the legislation of 
only two states, Victoria and New Zealand, one of which, Victoria, 
had no arbitration laws whatever during the period covered by her 
treatment. Her excuse for considering the Victorian wages boards 
as arbitration tribunals seems to be the fact that the chairmen of these 
boards have, in case of a tie vote of the other board members, the 
right to cast the deciding vote. Miss Rankin implies, and even 
states, that it is nearly always necessary for the chairmen to exercise 
this prerogative, a statement which a first-hand acquaintance with the 
methods of these boards would not justify. It may be true that in 
most boards the chairman will, at times, have to i give the deciding 
vote on some matters in dispute, but in many matters, even important 
ones, the boards reach an agreement without him. At any rate, it is 
a grave error to deal with the Victorian wages boards as though they 
were arbitration tribunals. For the boards of New South Wales, the 
statement would have been true enough. 

After giving a very brief account of the reasons which led to the 
establishment of the wages boards and a brief description of the 
work of the boards, Miss Rankin discusses the effects of the legisla- 
tion under the three headings of " Influence of Wages Boards on 
Sweating," " Influence of Wages Boards on Wages," and " Juvenile 
Labor and the Standard of Efficiency under a Minimum Wage." For 
New Zealand there is a brief description of the arbitration court sys- 



